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SMALL BUSINESS - CAN IT ADJUST TO THE

1970'S? THE 1990'S?
EUGENE P. FoLEY*

The author of a book analyzing the comparative importance of
small business in the American economy concluded in 1962 that small
business "is the poor relation of the American economy."' I do not
accept this characterization in any form. Despite its problems - and
small business has many and they are complex -small business today
is as important to the American free enterprise system and the American social structure as any other segment. In some respects, it is more
important.
The nation today has 4 7/10 million small businesses. They comprise ninety-five per cent of all business. They generate forty per cent
of all business activity and provide jobs for forty per cent of our
labor force. They provide more than seventy per cent of sales in
retail, wholesale, and service industries - and more than thirty per
2
cent of the value added in manufacturing.
The small businessman has been examined and reexamined, coded
and decoded, analyzed and dissected, studied and sifted, counseled and
advised. He has been the subject of much conversation - but little
action - until the past decade.
President Johnson, while majority leader of the United States
Senate, once observed: "For too many years small business has been
very much like the weather -something that everybody talks about
but nobody does anything about."3
The Congressional Record of the thirties, the forties, and the
fifties overflows with tributes to small business, with dire warnings of
the consequences of failure to provide assistance, with great verbal
symphonies of love and devotion. But no troth was plighted between
government and small business in a sustained, formal pattern of programs until the mid-fifties. And an effective program did not evolve
until several years later.
It was in 1958 that the Small Business Administration (SBA) was
formally christened as a permanent agency and put beyond the danger
*Formerly Administrator of the Small Business Administration; on August 25,
1965, the President appointed Mr. Foley to be Assistant Secretary of Commerce in
charge of the new Economic Development Program.
1. BUNZEL, Tnm AMERICAN SMALL BUSINESSMAN 41 (1962).

2. U.S. Small Business Administration, Office of Economic Adviser (1964).
3.

104 CONG. RFc. 18171 (1958).
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of sudden death each year at budget time. SBA was set up to "aid,
counsel, assist and protect, insofar as is possible, the interests of small
4
business concerns in order to preserve free competition."
The SBA began operations primarily as a lending agency, assuming
authority to make loans to small business that Reconstruction Finance
Corporation held until it was dissolved as SBA began. SBA also began
its programs on management and procurement assistance.
Subsequent legislation strengthened these programs over the years.
In 1958, for example, Lyndon Johnson sponsored legislation in the
Senate, which established two basic programs that hold tremendous
promise and that have already proved themselves. These are the
Small Business Investment Company and the Community Development programs.5 The first opened an avenue for equity and long-term
capital to find its way into small business concerns - 10,000 currently
-while the Community Development program put in the hands of
town, city, and village the instrument with which to build, rebuild,
or expand their economies.
Why does small business require all this fuss and feathers? Why
do legislators concern themselves with small business? Is it because
of political wisdom and expediency - or because there is a real need
of significance to the nation?
The response to these questions lies in four areas - economic, sociological, political, and psychological.
Economic. A small business sector assures a competitive economy
with all its advantages: creativity, encouragement for a constant inflow
of new enterprise, inventiveness, ingenuity, and individual initiative.
It keeps big business on its toes in the market place and prevents a
"public-be-damned policy."8'
Small businesses can perform certain functions in our economy
better than big businesses with their mass production techniques, and
it is therefore economic for both segments to exist. An official from
McDonnell Aircraft Corporation said at a recent presentation of an
award to McDonnell for its cooperative small business subcontracting
program that "because it [small business] is smaller it can do many
'
things better and cheaper than large business."
Small business with its independent owners assures an economic
balance. It creates an economy that is not dominated by big business
4. Small Business Act, 72 Stat. 884 (1958), 15 U.S.C. §631 (1958).
5. These programs were established by the Small Business Investment Act of
1958, 72 Stat. 689 (1958), 15 U.S.C. §661 (1958).
6.

KAPLAN,

SMALL BUSINESS: ITS PLACE AND PROBLEMS 6

(1948).

7. This statement was made by Joseph Antonides of McDonnell Aircraft Corp.
in April 1965, as awards were presented at SBA to McDonnell and to three of its
typical small business subcontractors for their work in the Gemini space project.
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or small business. Small business collectively is big business and
therefore performs a major role in our economy, as indicated by
figures cited earlier in this article as to its scope and relative importance.8
Sociological. President Johnson at a White House meeting of
small businessmen in August 1964 emphasized the theme that small
businessmen constitute the base for permanent community leadership
and responsibility. He said: "Every American community draws its
base of leadership- its stability-its continuity-and its drive for
progress from responsible and progressive small businessmen." 9 The
Senate Small Business Committee has made similar emphasis and the
late Senator Estes Kefauver had this perceptive passage in his recently
published book: "Traditionally, the small businessman is a leader in
the management of local civic enterprises ....There is personal satisfaction in being a leader in a community where he spends most of
his life."1 0
This is why it is so important in impoverished areas to build a
strong small business segment as a core for a dynamic middle class,
which has traditionally been the stabilizer, the prime mover for progress, the primary instrument for community improvement and political stability in progressive civilizations.
C. Wright Mills in his book, White Collar,offers a challenging concept on the continued role of the middle class:They [members of the middle class] will be a major force
for stability in the general balance of the different classes. As
important elements in the class balance, they will make for
the continuance of a liberal capitalist society. They act as
buffer between labor and capital.
Taking over certain functions of the old middle class, but
having connections with the wage-workers, they will be able to
cooperate with them, too; thus they bridge class contracts and
mitigate class conflicts. They are the balance wheel of class interests, the stabilizers, the social harmonizers. They are intermediaries of the new social solidarity that will put an end to
class bickering.
This is a most important concept in our work at SBA because it
gives meaning to our programs and helps to give over-all form and
purpose to our work.

8.

See generally PRoxmnu?,

CAN

SMALL BusinEss Suavrvz? 6-7 (1962).

9. White House Press Release 1, Aug. 20, 1964.
10.

KEFAUVER, IN A FEw HANDs: MONOPOLY POWER IN

11.

MLus, W=

AMEIucA 172 (1965).

COLLAR 290 (1951).
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Political. One of the great fears of many men is the development
of an absolute economic concentration in the United States and the
corollary development of absolute political control. This thread runs
through debates in Congress over the years and inspires the House and
Senate Small Business Committees to devote much of their time to
studies of the effects of mergers and acquisitions.
The rise of the Nazi Party in Germany was made possible by the
neutralization of the small business sector and the sequential rise of
12
big business there to greater and greater political power.
Psychological. Small business holds out a beacon of hope for
thousands of wage earners who are living for the day when they can
own their own businesses and dispense with the necessity of taking
orders. A magazine poll reported in an SBA study indicated that half
of those employed intended to get into business for themselves." This
hope is an important morale factor and it feeds the infusion of new
blood into business that keeps our economy virile and changing and
inventive.
Why - then - since small business has these manifold attributes
and advantages does it need to be singled out for assistance?
The answer to this question is that despite its importance small
business simply does not have the financial or management resources
that large business has. It does not have the reserves to dip into for
capital expansion. It does not have the management tools and the
trained management personnel. It does not have the organization
to give sufficient to all facets of management that big business has.
In a majority of instances the small businessman starting out does
not make the necessary preparations.14 In other words, he does not
under understand the basics of small business - so he often founders.
I do not intend to convey the thought that he is getting into something undesirable. It is simply that he must evaluate his assets, his
interests, his capabilities, his market, his proposed locations, his competition, his ablility to sell certain products to certain people - all of
these things - if he is to go into business with an approximate idea of
what he is attempting to do and how he proposes to accomplish this.
Small business almost universally suffers from lack of perspective and
lack of planning. 15 Too many small businessmen attempt to fly by
the "seat of their pants" in a jet age of merchandising.
To go deeper into the basic problems of small business that SBA
attempts to counter, let's turn to this matter of failures. Since 1961,
12.

SCHWEITzER, BIG BUSINESS IN THE THIRD REICH 83-84 (1964).

13.

Mayer & Goldstein, The First Two Years: Problems of Small Firms Growth

and Survival 21 (1961).
14. Id. at 32, 100-16.
15. Id. at 117-33.
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in our expanding economy, failures have been decreasing. 16
There has been a steady net gain in the number of business enterprises as our population and our markets expand, and as demand
broadens and diversifies. In 1962, a typical year, an estimated 430,000
new enterprises were opened. In this same twelve-month period, about
1
387,000 concerns went out of business.
The United States in a recent report to a Paris Conference of the
Organization for European Cooperation and Development drew this
conclusion: "The annual turnover of business concerns is an unavoidable characteristic of our free enterprise system. This constant inand-out movement is a consequence of the economic right that any
man or woman with a little capital, saved or borrowed, can hang out
an 'open for business' sign. Unlike some foreign economic systems,
complete freedom of entry is the sine qua non of American
capitalism." 8
This is unquestionably true. But there is much that can be done
in over-all national economic policy and in direct assistance programs
to hold this failure rate to a minimum. The fact that failures have
fallen off markedly, that our economy has burgeoned, and that our
assistance programs have broken all records lends credence to my
belief that it is no more necessary for small business to have a high
mortality rate than it was for American mothers a generation ago.
This gets us into a major area of small business problems. Just
what are the problems?
The basic problem is lack of the necessary capital available at
reasonable interest rates over reasonable periods. The small businessman has difficulty getting banks and other commercial lending institutions to finance his enterprise, because he requires that they sacrifice liquidity and that they take risks they do not want to take.19 Banks
are still haunted by the memory of the rush on the banks in the 1930's
when they were caught short, because of money they had lent to businesses and individuals.
Without this capital, the small businessman cannot make the improvements he must make to adjust to economic change in its many
and complex dimensions. He cannot move to a new location. He
cannot modernize. He cannot bring in new inventory. He cannot

16.

U.S.

SMALL BUSINESS ADImNISTRATION,

ANNUAL REPORT To THE PRESIDENT

AND CONGRESS 3 (1964) [hereinafter cited as 1964 ANNUAL REPORT].
17. Ibid.
18. Organization for European Cooperation and Development Conference,
Collective Actions To Enable Small and Medium-Sized Undertakings To Adapt
Themselves to New Market Conditions, Sept. 28-30, 1964; paper submitted by the
United States on "Business Management Training and Development" 1.
19. PRoxMIRE, CAN SMALL BUSINESS SURVIVE? 39 (1962).
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utilize data processing and other techniques now becoming adaptable
to small business.
He is chained to the past while the future flows into the present
on all sides of him. He is an island being gradually eroded by a turbulent stream. In his case the turbulence is change - social and economic change in many dimensions.
The second major problem lies in the management field. An analysis by Dun 8c Bradstreet of the 17,075 bankruptcies in 1961 indicates
that the cause of failures in most instances can be traced to management deficiencies.20

The study breaks down the cause even further: lack of experience
in the line, 9 8/10 per cent; lack of managerial experience, 17 7/10
per cent; unbalanced experience, 19 8/10 per cent; and incompetence,
44 9/10 per cent. By incompetence is meant the inability to plan,
manage, and control.21

A third problem is the competitive pressure from large firms that
have greater resources, larger volume, and are in a position to undersell small business in many lines. The small businessman is caught
in a crossfire among the discount houses, the chain stores, the big
business shopping centers, the big department stores, the drugstores
broadening into general merchandise, supermarkets broadening into
department store and drug operations - and the general effects of
scrambled merchandising.
The Journal of Retailing described this confused merchandising
situation this way: "Retailing indeed has become one vast potpourri
22
with everyone in everybody else's business.."

This article by Ernest A. Miller estimates that in another ten years
forty to fifty giant retailers will control sixty per cent of the nation's
total department store sales volume. Now one hundred giants have
forty per cent of the volume. Between 1929 and 1954, sixty per cent
of the independent department stores disappeared - were absorbed
or went out of business -and most were in the $1 million to $10
23
million annual sales range.

This threat of larger firms also carries over into Government
procurement awards. Procurement awards constitute a basic instrument in strengthening small business because the Government has
the power to build and diversify small business by channeling Government business into small firms. And it does this. But it is a constant
20. Organization for European Cooperation and Development Conference, op.
cit. supra note 18, at 2.
21. Ibid.
22. Miller, Can Independent Stores Survive in Tomorrow's Mass Merchandising?, J. of Retailing, winter 1963-1964, p. 29.
23. Ibid.
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fight to maintain a percentage of twenty per cent -and there is the
constant danger that larger firms will do more and more business "in
house" as the Defense Department begins to reduce its expenditures which is bound to occur in certain areas over a period of time in
peacetime.
These are two areas that illustrate the same specific competitive
disadvantages small business faces. There are many others. The areas
in which small business is growing faster - new incorporations totaled
a record 198,000 in 196424- are those areas in which it has unique
advantages because of its diversity and flexibility - areas in which its
smallness is a strong plus.
In a Progress Report to the President in June 1962, the White
House Committee on Small Business pointed to these areas as major
25
sources of small business problems:
(1). Market structures or competitive conditions as they affect
equality of economic opportunity.
(2). The adequacy of managerial ability and experience, and
the awareness of information available to small business.
(3). The ability of small business to obtain capital at reasonable terms.
(4). A consideration of the place of small business in governmental programs and activities.
Programs of the Small Business Administration have responded
basically to these points. All of these points indicate a basic, underlying problem that must be met by adjusting to change. SBA's primary goal is to assist the small businessman to adjust to the economic
and social revolutions that are occurring around him-revolutions in
merchandising, distribution, population distribution, income patterns, shopping habits, and transportation.
Our basic programs are these:
FinancialAssistance. SBA has a variety of loan programs responding to the traditional small business lack of capital with which to make
improvements. In 1964 we broadened and reshaped our financial
assistance programs to meet current needs. SBA, for example, inaugurated a revised small loan program aimed at breaking through to
what we describe as the "very small businessman" - basically the
neighborhood businessman who will benefit from relatively small
26
loans.

24. 1964 ANNUAL RaEPoRT 3 (1964).
25. White House Committee on Small Business, Progress Report to the President, Activities and Recommendations 4 (June 1962).
26. 1964 ANNUAL REPORT 16.
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This program authorizes loans of $15,000 for as long as six years
and the emphasis was shifted from hard collateral to the character,
integrity, and demonstrated credit responsibility of the applicant.
During the year of 1964, SBA received 7,500 applications under this
program from retail, service, and other firms.
A total of 4,387 loans were approved under the revised small loan
program. They totaled $41,937,000.27
Another innovation in our loan program was the "six-by-six"
program- a plan that made as much as $6,000 available to small
businessmen for as long as six years - and provided management
training. This program broke through to the lower strata of businessmen - especially in minority groups - and was so successful it was
expanded and included in the SBA phase of the War on Poverty as
set up by the Economic Opportunity Act in 1964.28
The regular loan program in 1964 exceeded all records in requests
and approvals. There were 17,854 loan applications. A total of
10,707 were approved. They totaled $425.8 million.29
The SBA role in the War on Poverty under the Economic Opportunity Act was just getting off the ground in 1964. Under this act
SBA is authorized to lend $25,000 for as long as fifteen years to create
jobs and opportunity in deprived areas. It is essential as a foundation for any community's effort to eradicate poverty that the small
business sector be strengthened. From this sector flows not only
economic blessings, but leadership, civic pride, impetus for progress,
stability, and continuity.
SBA's prime purpose, of course, is to fill the gap in financing in
areas where private commercial institutions fear to tread alone. However, we strongly urge banks to participate in our loans for a number
of reasons. Their participation lessens our obligation and opens the
way for more loans out of our available funds. Also, a relationship
established between small businessmen and a bank can be beneficial
to both.
In 1964, banks participated with SBA in 5,215 loans to small firms.
That came to approximately 49 per cent of all loans. These participation loans totaled $309.7 million- or 72 7/10 per cent of the total
dollar amount of loan approvals.30
The loan funds flow through our economy from every segment
of small business. A young Floridian, for example, received a $4,000
loan to operate an answering service. He is blind.
A $30,000 loan made it possible for a Boston fish merchant
to modernize his facilities and expand.
27.
28.
29.

30.

1964 ANNUAL REPORT 17.
1964 ANNUAL REPORT 16, 55.
1964 ANNUAL REPORT 1.
1964 ANNUAL REPORT 23.
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A 69-year-old New Yorker, displaced by urban renewal, was assisted
in relocating with a $1,000 SBA loan. "I have to prove what a man
can do after 70," he said. 31
These loans are the keys to opportunity for tens of thousands of
Americans. They open the door to the future.
Small Business Investment Company Program (SBIC). This program was enacted in 1958 by the Congress with President Lyndon
Johnson - then Senator and Majority Leader Johnson - providing
sponsorship and support in the Senate. It makes equity and long-term
capital available to small businessmen through privately owned investment companies regulated by SBA.
The nation's 700 SBIC's had combined assets of $700 million at the
end of 1964. They had invested more than $500 million in 10,000
small businesses.
Congress in 1964 authorized SBA to lend these investment companies up to $700,000 through purchase of subordinated debentures.
32
The prior limitation has been $400,000.
Changes in regulations were made to stimulate the SBIC program,
and prospects are excellent. for continued growth in 1965.
Community Development. This program was approved in 1958
in the same legislation that set up the SBIC program. It is keyed to
community effort and hinges on the desire of local leaders to expand
the economy of their community.
The SBA provides loans based on sound proposals made by local
development corporations that must raise two dollars for every eight
dollars SBA lends. The loans are for terms of twenty-five years
at 52h per cent, except in areas designated by Area Redevelopment
Administration as depressed. It is four per cent in those areas.
This program has a tremendous potential and it is just beginning
to develop. Loan approvals reached a new high under this program
in 1964, totaling 200 for $30.7 million. There were 7,800 new jobs
33
created.
Procurement Assistance. One of the surest ways to strengthen the
strong small business sector of the economy is by channeling Government procurement into small business.
This is not as easy as it sounds because much of procurement policy
is geared to big business. SBA has a cooperative program of procurement assistance with other Government agencies. It attempts to bring
together the agency or department that needs a certain product or
31. 1964 ANNUAL
32. 1964 ANNUAL
33.

1964

REPORT

18-19.

REPORT 30.

ANNUAL REPORT

35.
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service with the small businessman than can provide this product or
service.
In 1964 SBA and other Government agencies jointly set aside for
exclusive small business bidding a record $3 billion of proposed purchases. By year's end these set-asides had resulted in awards to small
business totaling $2.3 billion, a record. 34
Management Assistance. By far the most dramatic and effective
phase of our management assistance program in 1964 was the development of the Service Corps of Retired Executives program (SCORE).
This program caught the imagination of thousands of retired business
executives across the nation. They volunteered their services to help
smaller businessmen who were having problems.
SCORE chapters were established in several cities. There is great
enthusiasm for this program. It provides retired businessmen with a
productive and rewarding pastime. And it provides small business
with expert advice they otherwise would not get.
More than 4,000 small businessmen have been helped by this program. Nearly 2,000 SCORE volunteers have registered with SBA.
Management assistance is an integral part of the War on Poverty
phase of our programs.
Other assistance includes various training courses for businessmen
and workshops for those who intend to go into business. SBA also
has a variety of written aids that have drawn broad acceptance. An
intra-industry program is being accelerated because it involves a
management training effort with an entire industry and permits the
35
maximum use of our limited resources.
War on Poverty. There have been several oblique references to
this program earlier in the article because its threads run through
several of our programs.
Following passage of the Economic Opportunity Act of 1964, SBA
set up an office of Economic Opportunity Assistance to direct the
agency's antipoverty efforts. This office then proceeded to work with
communities in setting up community action programs. A small
business development center is required as a base for this small business loan and management assistance program. The center must have
broad community support to succeed.
Typically, these centers have boards of advisers representing the
community's business and trade associations, professional societies and
labor organizations, colleges and universities, minority groups,
churches and human relations councils, the local government and
SBA.
34.
35.

1964
1964

ANNUAL REPORT
ANNUAL REPORT

39.
49-54.
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The emphasis in evaluating applications for loans in this program
is on character and credit rating. Hard collateral is a factor - but it
is not a requirement.
The first loan under this act went to a cooperative in Lake Charles,
Louisiana, where 800 Negro-family members operate a bakery. The
bakery is expanding its operations and its product line and a new
spirit of enthusiasm has pervaded the communities where the members of the cooperative live.36
Another SBA program is the disaster program. Its utilization depends upon the incidence of disasters. The Alaskan earthquake and
resulting tidal wave that swept the Pacific coast down to California
brought unprecedented demands for assistance. These liberal loans
are available to homeowners and small businessmen. A total of 4,009
37
disaster loans was approved in 1964. They came to $91.7 million.
This pattern of programs outlines the scope of SBA assistance to
small business. Over-all, this Administration has made a sustained
effort to streamline SBA operations, eliminate "red tape," decentralize
authority, and tailor its programs to individual communities.
The program "mix" - the emphasis to be put on a given program
in a given community -hinges on what is needed in that area. If
one area has management problems peculiar to that area, then special
clinics are held to discuss the problem and to arrive at methods of
countering it.
If there is a certain way in a certain state that SBA's community
development program can be used jointly with a state or local development program, then meetings are held to explain this to small businessmen, chambers of commerce, mayors, and other community leaders.
SBA has decentralized its operations in line with the modern management concept of placing authority closest to the area served and
has effected savings totaling $1 million per year. Much greater program authority - including wide latitude in making loans - has been
given local offices.38 The number of regional offices have been expanded from fifteen to sixty-two with concentration on activating programs rather than a divided emphasis on operations and administration.
The closer government is brought to the people, the more effective
it is. This is based on the assumption that communities will respond
with initiative and imagination in utilizing federal programs. That is
an abgolute essential.
As was pointed out earlier, the problems faced by small business
today are more complex and pose a greater threat than ever before.
36. 1964 ANNUAL
37. 1964 ANNUAL
38. 1964

RPPOT 56-61
REPORT

2.

ANNUAL REPORT iii.

Published by UF Law Scholarship Repository, 1965

11

Law Review,
Vol. 18, Iss. 2 [1965],
Art. 1
UNIVERSITYFlorida
OF FLORIDA
LAW REVIEW
[Vol. XVIlI
And yet the small businessman has greater resources than ever before
with which to combat the effect of mergers and greater concentration,
the increase in discount houses, department stores, and big business
shopping centers, the confused effects of "scrambled merchandising,"
and the results of the great social and economic revolutions now
occurring.
The traumatic period of change contains the seeds of destruction
for a small businessman who ignores them.
For the small businessman who seeks to ride the tide of change
and exploit it for his benefit, there is a Golden Era of Opportunity
within his grasp.
Take the computer technology for example. The immediate reaction of many small businessmen is to throw up their hands and bewail the day it was invented.
And such learned men as Alving Pitcher of the faculty of the
University of Chicago Divinity School have asked in anguished concern: "How much flux can man stand?"3 9
We are in a revolution of innovation- and the computer is the
spearhead of this mighty onslaught of change. It is the symbol of
this fantastic era.
Ray Eppert, president of Burroughs Corporation, says that "the
electronic computer has a more beneficial potential for the human
race than any other invention in history."40
There is no question that, despite the fears precipitated by computers, electronic data processing will be the salvation of hundreds of
thousands of small businessmen within the next generation. The
computer will put into the hands of the small businessman tools and
knowledge he has never had. It will be an equalizer in the struggle
between small and large business.
It will give the small businessman a control over inventory, accounts receivable, sales operations, production, and all other aspects
of his operation that he has never had before. It will point the way
into the future.
There are thousands of documented cases where small businessmen have profited from the use of computers, lowering their costs,
and increasing their earnings. And there are many cases where computers were not properly programmed and utilized. They must be
programmed correctly or they remain a hunk of "stupid metal," as
the computer salesmen characterize their electronic machines.
Computers are becoming more and more accessible to small business. Data processing centers are in virtually every city of any size.

39.

Ways, The Era of Radical Change, Fortune, May 1964, p. 113.

40. Burck, The Boundless Age of the Computer, Fortune, March 1964, p. 101.

https://scholarship.law.ufl.edu/flr/vol18/iss2/1

12

1965]

Foley: Small Business--Can it Adjust to the 1970's? The 1990's?

SMALL BUSINESS - CAN IT ADJUST

Pooling arrangements are becoming more common. Prices of computers are dropping.
The experience of one firm with 300 employees, a 5 million gross
volume, and distribution to a forty-eight state market, is illustrative
of the role computers can play. The experience of the firm - Economy
Forms of Des Moines, Iowa- is detailed in an article in the January
1960 issue of American Business. The article is entitled "Don't Be
Afraid of Electronic Computers."
The firm had 350 workers, including 150 production workers. It
manufactures steel forms used in concrete construction. The company surprised a computer salesman by quickly giving him an order
after hearing his sales presentation.
The President, W. A. Jennings, emphasized the necessity for more
accurate data upon which to base decisions. This of course, gets into
the whole area of forecasting and planning -areas that traditionally
have given the small businessman trouble because of his lack of
facilities needed to gather the necessary information upon which to
base projections.
In a survey of 106 small manufacturers in Minnesota, it was found
that 44 3/10 per cent of the firms used planning and only 21 7/10
per cent used forecasting. 41
Mr. Jennings knew from experience that he was having more and
more difficulty making an educated guess as to the future of his
operation. The decision of the president of the concrete firms and
other elements of his top management was that "if this growth [of the
firm] were to continue, our executives would require administrative
reports based on data that was only hours old."
At the time of the writing of this article, the computer is being
used for sales and payroll analysis. In the sales department the computer compiles sales by commission categories for each salesman, square
footage of forms sold by salesmen by district and over-all, customer-bycustomer sales, and even more detail.
In accounts receivable, an absolute control is maintained on each
account. In the shipping department a constant inventory is maintained with the computer. Many firms use computers to calculate
the inventory needed and to reorder items automatically at a ratio
based on their rate of sale in a given period of time.
In the accounting department, the computer accumulates gross
sales by city and state; dollars invoiced by sales district; the quantity
of each inventory item sold in each district; the total inches, dollars,
and quantities of items sold; total interest charges; total prepaid
freight.
41. SBA Management Research
Planning 1.
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The computer also processes the payroll, automatically setting the
correct yardstick for each check - including incentive pay, shift bonus,
and overtime.
"There is only one thing that concerns us about electronic date
processing," writes the author Charles D. Brown, Chief Accountant of
Economy Forms Corp., "[and that is] that we didn't take the plunge at
least a year ago."
This is one experience. But it is typical of how a correctly programmed computer, correctly used, can help small business. And the
assistance goes much further down the scale than a firm of this size.
Data processing centers serve many firms that have fewer than fifty
employees.
This is what is meant by "riding the tide of the revolution."
By utilizing this technology, small business can be in a better position to utilize its diversity and flexibility. The flexibility of small
business is its major asset.
In a recent article in the Harvard Business Review, the authors
take the position that there is a resurgence in small retailing as the
retailers counterattack against the various forms of competition associated with bigness.
They are counterattacking, the article said, by gaining the economic advantages of big companies through "quasi-integration" joining forces in voluntaries and cooperatives to take advantage of
joint buying, joint advertising, stock-control plans, management assistance, and other cooperative endeavors.
This article goes on to say that bigness itself can be self-defeating
because of the effect of such impersonal operations on employees and
customers.
"The changing nature of the consumer market, characterized today
by diversity as much as by uniformity, provides an opportunity for
a new philosophy of merchandising, one which is particularly suited
to the talent and flexibility of the aggressive small retailing company,"
adding: "The customer needs: personal recognition, product information, exhibition of friendliness and warmth, choice from reasonable
assortment, and feeling that the store values his time."
He gets this combination in its most effective form in the small
retailing establishment.
And the small retailer can select his segment of the mass market,
based on data in his trade area, and concentration on selling in depth
in that specific segment.
This article concludes that the extent to which the retailer takes
advantage of today's fantastic era of progress hinges on the "vigor
and aggressiveness with which he accepts the challenge."
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SMALL BUSINESS - CAN IT ADJUST

As the small businessman gingerly explores the threshold of the
computerized age, how is he faring generally?
The answer is that in this expanding economy, which in June
1965 was in its fifty-second month of expansion - a peacetime postwar
record, he generally is doing very well.
There are more small businessmen making more money than ever
before.
And yet there is no evading the fact that there is widespread concern over the continuing pattern of mergers and acquisitions that
are concentrating much economic power in fewer and fewer corporations.
The Federal Trade Commission recently reported a ten-year trend
in mergers and acquisitions. Since 1959 there have been almost 13,000
mergers and acquisitions. The total of 1,797 in 1964 was the highest
since World War 11.42
Senate and House committees can be expected to continue their
studies of this trend and to make appropriate recommendations as
indicated.
William H. Orrick, Jr., until recently Assistant Attorney General
in charge of the Antitrust Division of the Justice Department, said
before he resigned: "We are obviously experiencing a greater con3
centration of economic power in the hands of fewer companies."4
There are many eyes watching this trend. We can rest assured
that if it develops to the point that action is required, it will be
taken.
Meanwhile, back at the cash register, the Small Business Community continues to grow. Its total population reached 4.7 million
by the end of 1964, ninety-five per cent of all business.
The 1964 Annual Report of SBA in its chapter entitled, "National
Economy and Small Business," paints this promising picture: Small
business is riding the floodtide of a general economic expansion that
has been given prudent and calculated stimulus by an $11 billion
tax reduction. It will in all likelihood receive another stimulus from
the substantial reduction in excise taxes voted this year.
Business failures are decreasing and new incorporations are increasing. The 13,501 business failures last year constituted the lowest
total since 1956. The total was twenty-one per cent below the postwar peak of 17,075 in 1961.
New business incorporations, chiefly small firms, totaled 198,000, a
record. Sales of small manufacturing corporations and small retailers
exceeded 1963 totals by a healthy margin. Small manufacturing
42. Rash of Mergers: New Crackdown?, U.S. News & World Report, March 29,
1965, p. 72.
43. Ibid.
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profits increased forty-one per cent in 1964 over 1963, a remarkable
upsurge. The income of unincorporated enterprises increased by four
per cent.
In mid-1965, small business is enjoying sustained prosperity. The
increased profits are giving small businessmen more resources with
which to improve their businesses.
The winds of change are also sustained and strong, but the challenge of change - I am confident - will find the small businessman
coming out in increasing tempo and numbers to do battle on his
terms in his way. He will not pick the time. That is thrust upon
him. But he can pick the weapons - and choose the place.
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